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U.S. Business 


Capital outlays in 1958 by businesses in the United 
States are now estimated at $30.8 billion, which is 17 
per cent less than actual outlays in 1957 and 4 per cent 
less than the 1958 forecast of three months ago (see 
this News Survey, Vol. X, p. 296). Declines from the 
1957 level extend to all major industry groups except 
public utilities. In manufacturing, outlays will decrease 
by between 20 and 40 per cent. Outlays of railroads will 
fall by 50 per cent, largely because of a cutback in 
equipment orders. In public utilities, a rise of 5 per 
cent in ou‘lays by electric companies is expected to be 
greater than the decrease in outlays by gas companies. 

Although capital outlays are expected to decline 
throughout the year, such declines do not necessarily 
exclude a reversal of the general downtrend in business 
conditions. As a matter of fact, both declines and 


Sterling Balances 


The first quarterly statement of sterling balances held 
by both Commonwealth and foreign countries has been 
published by the U.K. Treasury in the May issue of 
Economic Trends, which includes one of the most 
comprehensive surveys of the subject for some years. 
Details of outstanding acceptance credits are also 
included. 

The figures of sterling balances for the first three 
months of this year show that the decline, which had 
set in in the third quarter of last year, was beginning to 
slow down. The decrease in the first quarter of 1958 of 
total sterling balances (excluding those held by interna- 
tional organizations) was £33 million, compared with 
£125 million in the third quarter of 1957 and £102 
million in the fourth quarter. By the end of March 1958, 
such balances had dropped to £3,234 million, from 
£3,494 million at the end of June 1957. Since it is well 
known that India, Pakistan, Ceylon, and New Zealand 
had been running down their sterling holdings over 
these months, it seems clear that other countries must 
have been doing a little rebuilding. This is certainly 
true of the first three months of 1958. In that period, 
the independent Commonwealth countries reduced their 
balances by £77 million, while the colonial sterling 
balances were increased by £6 million and the sterling 
reserves of the dollar area rose by £7 million, of the 
OEEC countries by £14 million, and of the rest of the 
world (mainly countries in the Soviet area, China, and 
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Developments 


upswings in capital outlays have tended to follow 
swings in industrial production. This occurred during 
the 1930's and during the two earlier postwar recessions. 
Unemployment in May declined more than season- 
ally, to 4.9 million persons. This represented 7.2 per 
cent of the labor force, compared with 7.5 per cent in 
April, and was the first decline in this rate since 
July 1957. Employment, at 64.1 million, was 1.2 mil- 
lion above the April figure. Although most of the 
improvement was in agriculture and construction, a 
decline of 67,000 persons in factory employment was 
the smallest in many months. 
Sources: The Journal of Commerce and The Wall 
Street Journal, New York, N.Y., June 9, 
1958. 


Japan) by £20 million. Thus, the rebuilding of sterling 
holdings by foreign countries since the crisis of last 
autumn has played an important part in offsetting the 
reduction of balances by members of the sterling area. 
Source: The Times, London, England, June 2, 1958. 


Europe 


U.K. Gold and Dollar Reserves 


The U.K. Treasury announced on June 3 that the 
gold and dollar reserves rose in May by $125 million, 
to $3,039 million at the end of the month. This is the 
eighth consecutive monthly increase in reserves since 
the crisis of September 1957. The increase, which 
included $5 million of defense aid from the United 
States, was only slightly smaller than in previous months 
this year (apart from the rise of $231 million in March 
when special circumstances were operating). 

There was a deficit with the European Payments 
Union in May amounting to £13 million; 75 per cent 
of this will have to be paid in gold or dollars later this 
month. No official explanation is given for this deficit, 
which is the first since December, but The Times com- 
ments that it comes as no surprise to those who have 
been watching the foreign exchange market in recent 
weeks. While the pound has continued to be exception- 
ally strong against the U.S. dollar, it has gradually 
receded against most European currencies. At the close 
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of business on June 3, it was below parity against no less 
than eight currencies on the continent. 


Source: The Times, London, England, June 3, 1958. 


Belgian Discount Rate 


The National Bank of Belgium reduced its discount 
rate (the interest rate on discounts of accepted bills 
domiciled with banks) on June 5 from 4.25 per cent to 
4.00 per cent per annum. Other interest rates charged 
by the Bank were also reduced, as of the same day, by 
Y4 percentage point, except the interest rate charged on 
advances against certificates with a maturity no longer 
than 366 days, issued either by the Treasury or the 
Fonds des Rentes (see this News Survey, Vol. X, 
p. 243); this rate remains unchanged at the nominal 
interest rate of the certificate plus 54, percentage point. 

The changes in the discount and other interest rates 
is the third since July 25, 1957, when the National Bank 
of Belgium raised its rates by 1 percentage point, to 4.50 
per annum, primarily in order to align short-term inter- 
est rates in Belgium with those in foreign markets and 
thus to restrain capital outflow. The reduction to 4.25 
per cent was made on March 27 (see this News Survey, 
Vol. X, p. 316). 

Source: Agence Economique et Financiére, Brussels, 
Belgium, June 5, 1958. 


Scandinavian Timber and Pulp Prospects 


The timber trade is waiting with curiosity for the 
reaction of British importers to the race between Rus- 
sian and Finnish sellers who are trying, by means of 
price reductions, to induce importers to re-enter the 
market, the Swedish Timber and Wood Pulp Journal 
writes in its latest market survey. It probably may be 
assumed that buyers will continue to hold off in order 
to learn how far competition between the sellers will 
be able to press prices. 

As far as it is known, the Journal says, the leading 
Swedish shippers have not taken part in the recent price 
reduction campaign. On the other hand, the question of 
curtailment of output has begun to be discussed, because 
of the importers’ continued restrictive buying policy. 
While collective agreements for curtailing production 
are not being considered at present, it is stated that 
many sawmill companies have, on their own initiative, 
adopted measures to reduce production. 

Business on the pulp market during the first half of 
May was limited mainly to new sales of small or 
medium-sized parcels for prompt or May-June shipment. 
Altogether, fairly considerable quantities have thus been 
sold in recent weeks through new contracts. 

The Scandinavian producers decided last October to 
keep total Scandinavian output of wet mechanical mar- 
ket pulp in 1958 at 25 per cent below the maximum 
originally planned for that year. In a recent market 


survey, it was found that even this reduced quantity is 

probably too great; therefore, a preliminary agreement 

has been reached on further reduction, which would 

lower output in 1958 about 35 per cent below the 

volume originally planned. 

Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, June 4, 1958. 


Danish Nonresident Krone Accounts 


A revision of the regulations for business accounts 
held in Danish kroner by nonresidents, which has been 
announced by the National Bank of Denmark, involves 
a significant easing of the previous regulations. In the 
future, nonresident krone accounts will be divided into 
three groups: (1) convertible krone accounts for 
depositors domiciled in the “convertible” area, which 
covers mainly countries in North and. Central America 
(the dollar area); (2) transferable krone accounts for 
depositors domiciled in the “transferable area,” which 
covers all countries outside the dollar area and the 
“bilateral” area, described below—the transferable area 
includes mainly all EPU countries and their associated 
overseas territories; and (3) bilateral krone accounts 
for depositors domiciled in the bilateral area, i.e., the 
few countries with which Denmark still has bilateral 
payments agreements—at present, there are ten such 
countries, including Brazil, the U.S.S.R., and Spain. 

Transfers may be made freely from one convertible 
krone account to another and also between transferable 
krone accounts. Furthermore, transfers may be made 
from convertible accounts to transferable and bilateral 
accounts and from transferable accounts to bilateral 
accounts, whereas transfers in the opposite direction 
are not permitted. 

Prior to this new arrangement, there were four cate- 
gories of nonresident krone accounts: Accounts I were 
used for settling current transactions and were held 
primarily by banks domiciled abroad; Accounts II were 
of the same nature, but were held mostly by commercial 
firms; Accounts III were maintained by insurance com- 
panies; and Accounts IV (private accounts) comprised 
all other nonresident krone accounts. The rules per- 
taining to Accounts IV have not been changed. The 
fairly complicated rules pertaining to transfers between 
these various accounts have become simplified by the 
revision, which divides the business accounts only by 
currency area and no longer by the type of transaction 
involved. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, May 30, 1958. 


Danish Capital Imports 

In a speech before the annual meeting of regional 
banks, Denmark’s Minister of Trade, Professor K. Philip, 
recently emphasized the need for obtaining foreign 
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loans to fimance industrial projects. In contrast to 
Norway and the Netherlands, Denmark in postwar 
years had followed a policy of avoiding recourse to 
foreign capital. As a result Denmark’s external debt 
had remained fairly constant, but the policy had been 
costly in terms of Denmark’s over-all investments. It 
had accentuated foreign exchange difficulties and con- 
tributed to the curtailment of investments and a slowing- 
down of the process of industrialization. The Minister 
added that such foreign capital should be utilized only 
to help finance productive investment. The improve- 
ment of the Government’s financial position and the fall 
in domestic interest rates had improved conditions for 
a more rapid industrial expansion. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
May 30, 1958. 


Danish Monetary Policy 

The National Bank of Denmark has announced the 
cancellation of the arrangement whereby the banks 
could make deposits with the National Bank on a half 
month's call and obtain interest of 2/2 per cent. A new 
arrangement will be introduced under which banks and 
others may purchase loan certificates that will be freely 
negotiable and on which the National Bank will guar- 
antee to make loans. The initial rate of interest on these 
certificates is to be 24% per cent. The value of the 
certificates varies from DKr 25,000 to DKr 10 million. 

The certificates are intended to limit very short-term 
fluctuations in the bond market by making it possible to 
invest idle money on short term. 


Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, June 6, 1958. 


Norwegian Price Policy 

A ban on price fixing by private suppliers went into 
effect in Norway on May 1. Formerly, many manufac- 
turers and importers sought to regulate wholesale and 
retail prices through collective agreements. Individual 
suppliers may still indicate a resale price, provided they 
make it clear that dealers are free to sell at a lower 
price. The same applies to advertisements. 

According to the Norwegian Consumer Council, 
dealers will now be forced to calculate their own prices 
on many items and groups of goods. As a result, the 
same piece of merchandise may be sold at different 
prices at different stores. Previously, prices tended to 
be the same everywhere. 

Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., June 5, 1958. 


Sweden's Economic Position 
Sweden’s Secretary of State for the Department of 


Finance said, in a recent speech, that economic condi- 
tions in Sweden are better than in most countries where 


production has stagnated or decreased. Sweden’s for- 
eign exchange reserves of SKr 2.8 billion are such that 
they would, for example, permit income from exports 
to decrease during two years by an amount correspond- 
ing to 10 per cent of the total value of exports while 
the value of imports could remain unchanged. The 
worst that could happen would be for Sweden to have 
a domestic boom with an inflationary upward pressure 
on prices and wages while other countries had a depres- 
sion. He pointed out the following factors that could 
lead to inflationary pressures: negotiations concerning 
new prices on farm products; wage negotiations during 
the last months of the current year; an expansion of 
automobile sales requiring increased investments for 
town planning; development of a television network; a 
considerable increase in defense expenditures; and 
large-scale production of houses. 

Source: Svenska Dagbladet, Stockholm, Sweden, 

June 6, 1958. 


Unemployment in Finland 

The number of persons registered as unemployed in 
Finland on May 2 was 62,787, compared with 54,312 
twelve months earlier. Of the total, 57,627 were en- 
gaged in temporary work on unemployment relief 
projects. 
Source: Hufvudstadsbladet, Helsinki, Finland, May 14, 

1958. 


Reduction of Discount Rate in Italy 


On proposal of the Bank of Italy, the Minister of the 
Treasury reduced Italy’s official discount rate by “2 per 
cent, to 3% per cent, as of June 7. The rate had been 
unchanged, at 4 per cent, since April 1950. The inter- 
est rate on ordinary treasury bonds to be issued after 
June 7 was also reduced by % per cent. 

The Minister of the Treasury declared that this was 
an anticyclical measure. It was taken in view of. the 
recent increase in liquidity of commercial banks and 
was designed to bring about further expansion of eco- 
nomic activity. 

Source: 24 Ore, Milan, Italy, June 7, 1958. 


Foreign Exchange Surplus of West Germany 

A substantial increase during recent weeks in foreign 
holdings of deutsche mark is reported in the Frankfurter 
Allgemeine Zeitung. Foreign exchange holdings of the 
Bundesbank rose by about DM 150 million (US$35 
million) in the week ended May 14, the largest increase 
in several months. It is estimated that the inflow was 
even larger in the third week of May and that substan- 
tial amounts, particularly of EPU currencies, were also 
offered in the Frankfurt market in the fourth week of 
May. The sudden influx of foreign exchange into Ger- 
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many is stated to be associated mainly with the current 
French crisis, but other EPU countries are said also to 
be trying to enlarge their holdings of deutsche mark. 
The current outflow of gold from the United States is 
also mentioned as a possible cause for the transfer of 
funds to Germany. This development has not been 
connected with any rumors of DM revaluation. 

Should this trend continue, the Bundesbank is ex- 
pected to consider further steps to facilitate capital 
exports. However, capital exports are not expected to 
rise appreciably unless interest rates decline further. If 
the discount rate were lowered from its present level of 
3% per cent, commercial banks would be expected to 
place substantial short-term funds in London. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, May 29, 1958. 


Saar Trade with West Germany 


Negotiations between France and West Germany 
have been concluded regarding additional imports of 
German goods by the Saar to facilitate the forthcoming 
economic integration of the Saar into the Federal Re- 
public of Germany. The original plan submitted by the 
Saar authorities contemplated the increase of imports 
by some DM 200 million, in order to restore the trade 
volume to that prevailing before the imposition of 
French import restrictions in 1957. Moreover, the 
German authorities had envisaged the inclusion of con- 
sumer goods among the supplementary imports. 

The compromise which has now been agreed takes 
into account the present foreign exchange position of 
France; Saar imports from Germany will therefore be 
increased only by some DM 30-40 million, with em- 
phasis upon those raw materials and semifinished prod- 
ucts which are not obtainable in the French currency 
area. No consumer goods are included. All supple- 
mentary imports are to be financed out of the so-called 
EFAC (Exportations-Frais Accessoires) accounts and 
through additional Saar exports to Germany. Moreover, 
German investment goods may be imported into the 
Saar if long-term deutsche mark financing can be 
arranged. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt 
am Germany, May 24, 1958; Bulletin des 
Presse- und Informationsamtes der Bundes- 
regierung, Bonn, Germany, May 31, 1958. 


Middle East 


U.K. Trade with the Middle East 


U.K. trade with the Middle East—Arab League coun- 
tries (except Libya and the Sudan), Turkey, Iran, Israel, 
Cyprus, U.K. protectorates, and territories in the 
Arabian Peninsula—was greater in 1957 than in 1956. 


U.K. exports and re-exports increased by £9.9 million, 
to £196.4 million, while imports increased by £3.0 mil- 
lion, to £255.9 million. A sharp decline in exports to 
Egypt and Syria (£23.6 million) was more than offset 
by a large increase in exports to Kuwait and Iran (£24.1 
million). Electrical and nonelectrical machinery ac- 
counted for £53.6 million of the 1957 exports; road 
vehicles for £20.1 million; chemicals for £17.5 million; 
iron and steel manufactures for £14.6 million; and metal 
manufactures for £14.5 million. About 83 per cent of 
U.K. imports from the Middle East were petroleum 
and petroleum products, mainly from Kuwait (£134.2 
million). 

Source: Middle East Economist and Financial Service, 

Forest Hills, N.Y., April 1958. 


Budget of the Sudan 


The Sudan’s ordinary budget (excluding development 
expenditures) for the year ending June 30, 1959, as 
presented to the Parliament, will show a deficit of 
LSd 2.9 million, the first deficit since 1932. Because of 
the poor cotton crop and low cotton prices, government 
revenue is expected to fall from LSd 46.0 million in 
1957-58 to LSd 35.5 million in 1958-59. Revenue 
from indirect taxes is expected to decrease by LSd 6.0 
million and that from agricultural schemes by LSd 6.9 
million, but revenue from the sugar monopoly is ex- 
pected to increase by LSd 1.6 million and revenue 
from departmental fees by LSd 1.1 million. 

Recurrent expenditures will be reduced from 
LSd 40.1 million in 1957-58 to LSd 38.4 million in 
1958-59. Expenditures on general services will be 
decreased by LSd 1.4 million, and those on public 
works by LSd 1.4 million. On the other hand, increases 
totaling LSd 0.8 million are scheduled for education, 
health, defense, and land use. The lower expenditures 
will not be effected by a reduction in the wages and 
salaries paid by the Government, but a compulsory 
savings plan for government employees may be intro- 
duced. 

The present estimates do not include several new tax 
proposals of the Government, including an income tax 
and increased rates of duty and excise taxes on a large 
number of imported items. 


Source: Information Centre of the Republic of the 


Sudan, News Bulletin, Khartoum, Sudan, 
May 30, 1958. 


Israel Economy in 1957 


The Bank of Israel’s Report for 1957 shows a con- 
tinued expansion of economic activity. The rise of 11 
per cent in gross national product was due primarily 
to increases in industrial output (15 per cent) and 
construction (32 per cent). Agricultural production 
also increased significantly (by 10 per cent), though 
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less than in 1956. Gross investment rose by 21 per 
cent, a large part of this being in housing for the 70,000 
immigrants who entered Israel in 1957. Average per- 
sonal consumption per capita increased by some 3 
per cent. 

Inflationary pressure continued as a result of both 
government expenditure and private credit expansion. 
Although there was some slowing down in the rate of 
increase of means of payment, prices rose by about the 
same amount as in 1956 (8 per cent). 

Although the trade deficit increased, as imports rose 
by $65 million (from $365 million to $430 million) and 
exports by only $30 million (from $110 million to $140 
million), the balance of payments deficit on current 
account dropped from roughly $355 million in 1956 to 
$335 million in 1957; receipts from services increased 
and expenditures for services declined. The current 
account deficit was covered by nonrecurrent receipts, 
such as U.S. grants-in-aid, reparations, and restitution, 
to the extent of $240 million, and by loans and other 
obligations to the extent of $95 million. The Report 
warns that exports are not increasing sufficiently, in 
view of the impending drop in foreign currency receipts 
on capital account. Exports in 1958 are not running 
appreciably higher than in 1957, although in the first 
quarter of the year they benefited from a good citrus 
crop and higher foreign prices. 

The Report also notes that inflationary pressure is 
producing a widening gap between domestic and inter- 
national prices, only partly offset by export premiums 
and customs duties. It urges among other things a 
balancing of government and other public budgets, 
restriction of private credit, and increased indirect taxes 
on certain imports whose prices in domestic currency 
are relatively low. 

Sources: The Jerusalem Post, Jerusalem, Israel, May 14 
and June 2, 1958. 


Oil Agreement Between Kuwait and Japan 

A concession for 44% years has been granted by the 
Sheik of Kuwait to the newly formed Japanese oil con- 
cern, Arabia Oil, for offshore oil exploration and devel- 
opment. The area under concession covers 7,400 
square miles in the Persian Gulf off the coast of the 
Neutral Zone over which Saudi Arabia and Kuwait 
exercise equal and undivided sovereignty. Saudi Arabia 
has already granted the Japanese group a similar con- 
cession over its share (see this News Survey, Vol. X, 
p. 215). 

The agreement with Kuwait stipulates that if no oil 
is discovered after 444 years the agreement may be 
terminated at the option of either party. The Govern- 
ments of Saudi Arabia and Kuwait will receive $3 mil- 
lion annually until oil is found, plus $2 million annually 


applied retroactively to the start of the agreement, once 
oil is found. In addition, Kuwait will receive 57 per cent, 
and Saudi Arabia 56 per cent, of half the net profits of 
the company, calculated on the basis of an integrated 
operation. Kuwait will also receive a bonus of $5 mil- 
lion once production reaches 2.5 million tons annually. 
The company has agreed to erect and maintain at its 
expense a research institute for the study of the natural 
resources and water supply of Kuwait and to construct 
a refinery within 2 years from the date that production 
reaches 1.5 million tons per year. The agreement with 
Saudi Arabia had a similar provision, subject to the 
additional requirement that the capacity of the refinery 
will not be less than 30 per cent of crude oil production, 
once this reaches 3.75 million tons a year. 

The Governments of Kuwait and Saudi Arabia may 
each take 10 per cent of the shares of the company at 
face value, once oil is found, and may purchase for 
local consumption only 10 per cent of its crude oil 
production at a discount of 5 per cent. An additional 
10 per cent of production may be purchased by each 
country at posted prices for export to other Arab 
countries. 

Sources: Le Commerce du Levant, Beirut, Lebanon, 
May 17, 1958; The Economist, London, Eng- 
land, May 17, 1958. 


Agricultural Income of Syria 

A study on the national income of Syria, covering the 

period 1952-57, shows that agricultural income at 
factor cost dropped from LS 982 million in 1952 to 
LS 804 million in 1953, and then recovered to LS 827 
million in 1954. Drought conditions resulted in a 
decline to LS 581 million in 1955. This was followed 
by an increase to LS 936 million in 1956 and to 
LS 1,035 million in 1957. The increase in agricultural 
income over the entire period was thus at an annual 
rate of about 1 per cent, based on a substantial increase 
in the volume of production and a drop in the prices of 
the main agricultural products, cereals and short-staple 
cotton. 

Source: Ministry of Economy and Trade, Report on 
the National Income of Syria: Part I, The Agri- 
cultural Sector, 1952-57 (in Arabic), Damas- 
cus, Syria, 1958. 


U.S. Aid to Pakistan 


The U.S. and Pakistan Governments have signed an 
agreement under which Pakistan will receive PRs 200 
million of counterpart funds arising from imports of 
U.S. surplus commodities bought for local currency. 
The funds are to be released immediately and will be 
used for development projects. It is expected that an 
additional PRs 250 million will be released for various 
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development projects during the current fiscal year, 

which ends in March 1959. 

Source: The Financial 
May 22, 1958. 


Food Situation in Pakistan 


A government statement declares that as of 
April 1958 government stocks of rice and wheat in 
East Pakistan totaled 300,000 tons, larger than in any 
period since partition. Arrangements have been made 
by the Central Government for the delivery of another 
300,000 tons of rice and wheat from West Pakistan, 
Burma, Thailand, and the United States before the end 
of the year. When account is taken of the disposal of 
stocks at the rate of 50,000 tons per month, a carry-over 
into next year of 200,000 tons of foodgrains is expected. 
This will depend, however, on the outcome of the sum- 
mer rice crop, for which the outlook is favorable. But 
in view of the available margin, no shortage is foreseen 
even if the summer crop should be less than now 
estimated. 

Reports on the wheat crop harvested in West Pak- 
istan in May are favorable. The provincial authorities 
have announced that procurement is proceeding ahead 
of schedule and that it will be continued after the quota 
is filled, in order to add to reserve stocks. 

Sources: Dawn, Karachi, Pakistan, May 23 and 25, 
1958. 


Times, London, England, 


Far East 
Indian Oil Price Policy 


India’s Minister for Mines and Oil has announced the 
terms of an agreement with the Burmah-Shell Company, 
under which the oil companies—Burmah-Shell, Caltex, 
and Standard-Vacuum—are to make an interim reduc- 
tion of about 10 per cent in the c.i.f. prices of petroleum 
products, effective May 20. The agreement provides 
that the existing formula for fixing prices be abolished, 
and that a government cost accountant be authorized 
to examine company accounts, with a view to arriving 
at a mutually satisfactory price formula. The price 
reductions conceded by the companies amount to ap- 
proximately Rs 100 million (US$21 million) per an- 
num, and will be credited to the Government of India 
for purposes of oil exploration. They -will remain in 
effect until a new price formula is established. 

India imports approximately 5.5 million tons of oil 
and oil products annually, at a landed cost of about 
Rs 950 million ($200 million), but the cost to the 
domestic consumer has been about double this figure. 
About Rs 450 million of the additional cost is due to 


railway freight charges, excise duties, and income tax; 

the other Rs 500 million includes distribution charges 

and profits. 

Source: The Times of India, Bombay, India, May 24, 
1958. 


Reduction by India of Export Cess on Tea 


The Government of India has decided to reduce the 
export cess on tea from Rs 4 (US$0.84) per 100 pounds 
to Rs 2 per 100 pounds, effective June 1. This conces- 
sion is to be valid for two or three months, after which 
the Government hopes to be able to announce a new 
policy in respect of export duty. Meanwhile, the rate 
of export duty on tea will remain at 38 naye paise (about 
$0.08) per pound. There has, however, been a concur- 
rent reduction in the excise duty on tea levied at the 
factory from 6 naye paise (about $0,013). per. pound 
to 3 naye paise per pound. This is expected to promote 
the domestic consumption of lower grades of tea. 

In recent months, Indian tea exports have been faced 
with intense competition from producers in the Belgian 
Congo and East Africa. An Indian trade delegation 
has left for Moscow to explore the possibility of increas- 
ing exports of tea, jute, and coir goods to the Soviet 
Union and countries of Eastern Europe. 

Sources: The Times of India, Bombay, India, May 22 
and June 1, 1958. 


Control of Paper and Turpentine in Thailand 

The Ministry of Economic Affairs of Thailand has 
issued a notice placing both paper for the manufacture 
of umbrellas and turpentine under import control. This 
has been done to protect the domestic industry, since 
domestic production of these two products can meet the 
local demand and their quality is as good as that of 
imported products. Permits must be obtained to import 
the goods. 
Source: The Bangkok _ Post, . Bangkok, . Thailand, 

March 28, 1958. 


Bank Rate in Malaya 

The Malayan Exchange Banks Association has an- 
nounced a reduction of %4 per cent in the Malayan 
bank rate, effective June 16. 


Source: The Journal of Commerce, New York, N.Y., 
June 6, 1958. 


Proposed Central Bank of Malaya 

The Deputy Prime Minister and Finance Minister 
of Malaya has stated that legislation establishing a 
central bank for the Federation is being drafted for 
presentation to the Legislative Council. The bank is 
expected to commence operations early in 1959. Al- 
though the central bank would be authorized to issue 
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currency, this power would not be invoked immediately 
following its establishment. The Minister stated that 
the proposed legislation would contain certain accession 
clauses to authorize the bank’s jurisdiction to be ex- 
tended to Singapore or to any other territory which was 
prepared to enter into an agreement with the Federal 
Government (see this News Survey, Vol. IX, p. 5). 
The Government has requested the Malayan Cur- 
rency Board to prepare new currency notes in accord- 
ance with the Federation's independent status. These 


notes are expected to be in circulation by the middle of 
next year. 


Source: The Financial Times, 
May 28, 1958. 


London, England, 


Malaya’s Rubber Policy... j Syst dO mod Ywoioei 


The Malayan delegation attending the talks of the 
international rubber study group, opening in Hamburg 
on June 9, will not favor an international agreement 
stabilizing the price of rubber, similar to the Interna- 
tional Tin Agreement. The Malayan view is that no 
measures are necessary at present, because the price 
last year appears to have been reasonably stable. More- 
over, since rubber is traded in a free market, some 
price fluctuations are inevitable. 


Source: The Financial Times, 
June 2, 1958. 


London, England, 


Oil Output in Mainland China 


Mainland China has launched a five-year drive to 
increase oil production to 6 million tons. The goal for 
this year has been raised to 1.66 million tons, more than 
7 per cent higher than last year. In addition to expand- 
ing production at the major oilfields in Yumen, Karamai, 
Szechwan, and the Tsaidam Basin, the Petroleum-Min- 
istry will open up 200 smaller oilfields and push pros- 
pecting in the far northwest and southwest. Under 
present plans, output of natural crude oil will cover 56 
per cent of this year’s goal. The Government has laid 
down a policy of simultaneous development and produc- 
tion of both natural and synthetic petroleum. It is 
claimed that there are more than 100 localities in 21 
provinces where oil shale can be found in the open. A 
program of decentralization has been authorized, under 
which government planners will help local authorities 
to build and coordinate small and medium shale oil 
plants and coal carbonization and synthetic oil plants. 
Twenty-two types of oil refinery have been designed, 
with capacities ranging from 2,000 to 5,000 tons per 
year. Crude oil output in Yumen, at present Mainland 
China’s largest oil producing field, is expected to be 


doubled by 1962. However, Karamai oilfield, which is 
about seven times larger than Yumen, is expanding 
rapidly and is expected to produce 3 million tons of oil 
by 1962, or half the goal for total output. Work has 
now begun on the first oil pipeline at Karamai, with a 
capacity of 400,000 tons of oil per year. 


Source: The Financial Times, London, 
May 22, 1958. 


Japanese Dealings in Transferable Sterling 


Japanese exchange banks have been permitted, as 
from June 1, 1958, to buy transferable and American 
Account sterling in overseas exchange markets as hedg- 
ing operations. They are also permitted to sell trans- 
ferable sterling for hedging in overseas markets. Hither- 
to, they were permitted to sell only American Account 
sterling. These changes mean that the banks will be 
able to deal in transferable sterling, both forward and 
spot transactions. 


Source: The Times, London, England, June 2, 1958. 


England, 


United States and Canada 


U.S. Restrictions on Oil Imports 


President Eisenhower has included imports of unfin- 
ished gasolines and oil in the voluntary oil import pro- 
gram, which up to now has covered only crude oil 
imports (see this News Survey, Vol. X, pp. 38, 216, 
and 311). The action followed a recommendation of 
the Cabinet Committee on Crude Imports, which con- 
cluded that imports of unfinished gasolines and oil con- 
stitute a threat to the voluntary oil import program, in 
that large increases in imports of unfinished products 
could make it possible to circumvent the voluntary crude 
program. Regulations for unfinished gasolines and oils 
will be based upon imports thus far this year. Such 
imports amount to relatively small quantities—a daily 
rate of 20-30 thousand barrels. 


Source: The Journal of Commerce, New York, N.Y.., 
June 5, 1958. 


Security Transactions Between Canada and Foreign Countries 


The inflow of capital into Canada arising from port- 
folio security transactions during the first quarter of 
1958 was $153 million, far above the figure of $45 
million in the last quarter of 1957. However, the inflow 
was only about two thirds that in the same period a year 
ago and well below the quarterly average for 1957 as a 
whole. As in the fourth quarter of last year, there was 
a slight capital export from trade in outstanding secu- 
rities. The sale of new issues abroad, almost $150 
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million (net of retirements), was responsible for vir- 
tually all of the inflow in 1958. Although this amount 
falls short of the records reached in the first two quar- 
ters of 1957, it seems to indicate some reversal from 
the very low issues in the latter part of last year, when 
the net capital inflow from new security issues was less 
than $50 million. The net import of capital from pro- 
vincial and corporation issues, the main items in the 
increase, was between $60 million and $70 million each. 
Smaller amounts were received from sales of municipal 
and Government of Canada bonds and debentures to 
nonresidents. More than 90 per cent of the proceeds of 
new issues sold abroad was from the United States. 
Transactions in foreign securities, mainly of U.S. origin, 
resulted in a net capital inflow of $8 million. 

The larger transfers into Canadian dollars from the 
increasing volume of Canadian flotations abroad, 
coupled with a reduced need for foreign funds to settle 
Canada’s trade deficit, raised the value of the Canadian 
dollar from US$1.0091 on January 7 to US$1.0258 at 
the end of March. Since large amounts of Canadian 
issues continued to be purchased by nonresidents dur- 
ing the following months, the exchange value of the 
Canadian dollar increased further, to a new high of 
US$1.0394 on June 9. Some of the upward movement 
in the exchange rate may be due also to the buying of 
Canadian dollars by traders who had been delaying 


entering the market in expectation of a decline in the 
rate. 


Sources: Dominion Bureau of Statistics, Sales and 
Purchases of Securities Between Canada 
and Other Countries, Ottawa, Canada, 
March 1958; The Journal of Commerce, New 
York, N.Y., May 22 and June 10, 1958. 


Other Countries 


Australian Public Works Program 


In a meeting on June 6, the Australian Loan Council 
approved a borrowing program of £A 210 million for 
capital works by the States for the financial year start- 
ing July 1, 1958; this is £A 10 million higher than the 
borrowing program for 1957-58. For semigovernmental 
and municipal bodies, the Loan Council approved a 
borrowing program of £A 95 million, which is also 
higher than that of last year. Apart from these enlarged 
capital works programs, the Commonwealth Govern- 
ment agreed to increase by £A 10 million, to £A 205 
million, the total of reimbursements that States will 
receive from Commonwealth tax collections in 1958-59. 

The Prime Minister asked the States to regard these 
amounts as the most that the Commonwealth Govern- 
ment could make available and to refrain from seeking 
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further aid during the year, unless there were most 
exceptional circumstances. He told the States that, since 
seasonal conditions are not likely to be as unfavorable 
as in the present year, some improvement could be 
expected in the earnings of business undertakings in the 
States, and that railway deficits would probably be 
reduced. 


Source: The Times, London, England, June 6, 1958. 


Central Banking in Africa 


Since the end of World War II, four central banks 
have been established in different parts of Africa, the 
Banque Centrale du Congo Belge et du Ruanda-Urundi 
(1951), the National Bank of Libya (1955), the Bank 
of Rhodesia and Nyasaland (1956), and the Bank of 
Ghana (1957). Central banks are also to be estab- 
lished in Tunisia, Nigeria, and the Sudan, so that, 
except for the East African territories, there is no 
important African country in which there is no central 
bank in being or in contemplation. In addition to the 
belief that enlightened monetary policy may be used to 
influence the volume of economic activity, there is a 
feeling in certain African territories that, as commercial 
banking there is mainly and sometimes solely carried 
on by expatriate banks, the establishment of a central 
bank with embryonic powers over the banking system 
is in the best interests of the country. Closely associated 
with this consideration is an understandable tendency 
on the part of countries which have recently achieved 
independence to regard a central bank as a sign of 
status. 

In the absence of an organized money market, the 
power to change a statutory reserve ratio is the only 
real weapon that a newly created central bank can use 
to enforce its views. In actual practice, it will no doubt 
be found that more reliance will be placed on consulta- 
tion than on constant alterations of reserve requirements. 


Source: Barclays Bank Review, London, England, 
May 1958. 
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